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MEeLansoN HeatH & Comrany, pe

CErTIFIED PUBLIC ACCOUNTANTS
MANAGEMENT ADVISORS

11 Trafalgar Square « Suite 101
Nashua, NH 03063-1974
Tel (603)882-1111 * Fax (603)882-9456

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and City Council
City of Dover, New Hampshire

We have audited the accompanying general purpose financial statements of the
City of Dover, New Hampshire as of June 30, 2001 and for the year then ended.
These general purpose financial statements are the responsibility of the City's
management. Our responsibility is to express an opinion on these general purpose
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the general purpose financial state-
ments are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the general purpose
financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the
overall general purpose financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

The financial statements referred to above do not include the General Fixed Asset
Group of Accounts, as required by generally accepted accounting principles. The
amount that should be recorded in the General Fixed Asset Account Group has not
been determined.

In our opinion, except for the effects of the item described in the third paragraph, the
general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City of Dover, New Hampshire, as of June 30,
2001 and the results of its operations and cash flows of its proprietary fund types
and similar trust fund types for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Additional Offices:
Andover, MA » Greenfield, MA « Ellsworth, ME



Our audit was conducted for the purpose of forming an opinion on the general
purpose financial statements taken as a whole. The combining schedules listed in
the table of contents are presented for purposes of additional analysis and are not
a required part of the general purpose financial statements of the City of Dover,
New Hampshire. Such information has been subjected to the auditing procedures
applied in the audit of the general purpose financial statements and, in our opinion,
is fairly presented in all material respects in relation to the general purpose financial
statements taken as a whole.

In accordance with Government Auditing Standards, we also have issued our
report dated August 23, 2001 on our consideration of the City’s internal control
over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

WXW éé“/‘% "M”Bf /C

Nashua, New Hampshire
August 23, 2001
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CITY OF DOVER, NEW HAMPSHIRE

Statement of Revenues and Other Financing Sources,
and Expenditures and Other Financing Uses -
Budget and Actual - General Fund - Budget Basis

For the Year Ended June 30, 2001

Revenues and other Sources:
Taxes
Licenses and permits
Intergovernmental
Current services
Education
Other revenue

Total Revenues and Other Sources

Expenditures and Other Uses:
General government
Police
Fire
Community services - public works
Community services - recreation
Library
Human services
Education
Debt service
Intergovernmental

Total Expenditures and Other Uses

Excess of revenues and other sources
over expenditures and other uses

Amended
Budget

$ 31,804,444

$

3,090,865
1,652,923
1,074,227
9,296,859

855,380

47,774,698

2,977,259
4,281,949
3,446,276
3,604,191
1,154,704
859,777
478,758
24,653,633
4,509,940

2,855,108

48,821,595

(1,046,897) *

*Represents budgetary use of Fund Balance voted by City Council.

See accompanying notes to financial statements.

Variance
Adjusted Favorable
Actual (Unfavorable)
$ 31,822,767 $ 18,323
3,686,246 595,381
1,675,881 22,958
1,054,940 (19,287)
9,333,811 36,952
1,125,938 270,558
48,699,583 924,885
2,883,263 93,996
4,239,765 42,184
3,376,439 69,837
3,560,487 43,704
1,136,812 17,892
848,436 11,341
453,734 25,024
24,329,427 324,206
4,429,886 80,054
2,855,108 -
48,113,357 708,238
$ 586,226 $ 1,633,123




CITY OF DOVER, NEW HAMPSHIRE

Statement of Revenues and Other Financing Sources,
and Expenditures and Other Financing Uses -

Budget and Actual - Annually Budgeted Special Revenue Funds - Budget Basis

For the Year Ended June 30, 2001

Revenues:
Intergovernmental
Current services
Miscellaneous revenue

Total Revenues

Expenditures and Other Uses:

General government
Community Development Block Grant
Planning

Public safety
Emergency management
Parking fund

Public works
Residential solid waste

Culture and recreation
Library fines

Education
School cafeteria fund
DOE federal grants
School special programs and grants
Schoal tuition
School facilities

Human services
Welfare - youth resources counselor

Total Expenditures and Other Uses

Excess of revenues and other financing sources

over expenditures and other uses

See accompanying notes to financial statements.

Amended
Budget

$ 2,740,093
1,980,306

385,839

5,106,238

629,971
168,092

46,404
246,058

565,676
25,000

944,047
2,103,461
120,000
145,000
35,000

15,592

5,044,301

$ 61,937

$

$

Adjusted
Actual

2,171,127
2,014,301

427,681

4,613,109

600,403
15,622

1,484
269,736

602,916
28,116

1,037,618
1,643,903
224,005
262,796
84,475

7,270

4,778,344

(165,235)

Variance
Favorable

Unfavorable

$ (568,966)
33,995
41,842

(493,129)

29,568
152,470

44,920
(23,678)

(37,240)
(3,116)
(93,571)
459,558
(104,005)
(117,796)
(49,475)
_ 8322

265,957

$ (227,172)



CITY OF DOVER, NEW HAMPSHIRE
Combined Statement of Revenues, Expenses and
Changes in Retained Earnings/Fund Balance -
All Proprietary Fund Types and Similar Trust Funds

For the Year Ended June 30, 2001

Proprietary Fund Types

Internal
Enterprise Service
Operating Revenues:
Charges for services $ 6,124,593 $ 965,720
Other 217,157 -
Total Operating Revenues 6,341,750 965,720
Operating Expenses:
Personnel services 1,860,737 576,839
Supplies and materials 572,081 44,989
Charges and services 640,219 244,027
Utilities 795,085 -
Capital outlay 97,303 63,266
Depreciation 2,319,249 -
Cost of sales - 167,713
Total Operating Expenses 6,284,654 1,096,834
Operating income (loss) 57,096 (131,114)
Non-operating Revenues (Expenses):
Interest revenue - -
Interest expense (1,014,1686) -
Intergovernmental revenue 679,857 -
Additions to trust principal - -
Total Non-operating Revenues (Expenses) (334,309) -
Income (loss) before operating transfers (277,213) (131,114)
Other Financing Sources (Uses):
Transfers in (see note 17) 967,000 -
Transfers out (340,000) -
Total Other Financing (Uses) 627,000 ~
Net income (loss) 349,787 (131,114)
Add depreciation on contributed assets 1,502,902 -
Increase (decrease) in retained earnings
and fund balances 1,852,689 (131,114)
Retained earnings/ fund balance, July 1, 2000 13,945,910 136,311
Retained earnings/fund balance, June 30, 2001 $ 15,798,599 $ 5,197

See accompanying notes to financial statements.

Fiduciary
Fund Type

Non-Expendable

Trust

45,785

21,935

67,720

67,720

67,720

67,720

1,649,028

$ 1,716,748

Totals
(Memorandum

Only)
$ 7,090,313
217,157
7,307,470
2,437,576
617,070
884,246
795,065
160,569
2,319,249
167,713
7,381,488
(74,018)
45,785
(1,014,166)
679,857
21,935
(266,589)
(340,607)
967,000
(340,000)
627,000
286,393

1,502,902

1,789,295
15,731,249

$ 17,520,544



CITY OF DOVER, NEW HAMPSHIRE

Combined Statement of Cash Flows
All Proprietary Fund Types and Similar Trust Funds

For the Year Ended June 30, 2001

Proprietary Fund Types Fiduciary Fund Type
Internal Non-Expendable
Enterprise Service Trust

Cash Flows From Operating Activities:
Operating income (loss) $ 57,096 $ (131,114) $ -
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation expense 2,319,249 - -
(Increase) Decrease in Current Assets:
Accounts receivable (278,769) 10,437 -
Retainage payable 197,894 - -
Unbilled revenue 57,006 - -
Inventory 31,006 591 -
Due from other funds (5,567,868) 2,585 -
Due from other governments 853,759 - -
Increase (Decrease) in Current Liabilities:
Accounts payable 338,343 (2,346) -
Accrued liabilities (45,129) 119,847 -
Deferred revenue (148,740) - -
Net Cash Provided (Used) By Operating Activities (2,186,153) - -
Cash Flows From Investing Activities:
Purchase of investments - - (67,720)
Interest revenue - - 45,785
Net Cash Provided (Used) By Investing Activities - - (21,935)
Cash Flows From Capital and Related Financing Activities:
Proceeds from bonds 9,405,000 - -
Non-operating transfer in 967,000 - -
Payment of bonds (1,697,237) - -
Interest expense (1,014,166) - -
Purchase of fixed assets (6,163,659) - -
Net Cash Provided By Capital and Related
Financing Activities 1,496,938 - -
Cash Flows From Non-Capital Financing Activities:
Intergovernmental revenue 679,857 - -
Contributions - - 21,935
Current capital contributions 109,795 - -
Advance from other funds 239,563 - -
Operating transfer out (340,000) - -
Net Cash Provided (Used) by Non-Capital Financing Activities 689,215 - 21,935

Net increase (decrease) in cash - - .

Cash, July 1, 2000 884 - -
Cash, June 30, 2001 $ 884 $ - $ -

See accompanying notes to the financial statements.



CITY OF DOVER, NEW HAMPSHIRE

Notes to General Purpose Financial Statements

Summary of Significant Accounting Policies

The accounting policies of the City of Dover, New Hampshire (the
City) conform to generally accepted accounting principles (GAAP) as
applicable to governmental units except as described in Note 2. The
following is a summary of the more significant policies:

A. Reporting Entity

The government is a municipal corporation governed by a mayor,

eight- member council and an appointed City Manager. As required

by generally accepted accounting principles, these financial statements
present the government, and applicable component units for which the
government is considered to be financially accountable. In fiscal year
2001, it was determined that no entities met the required GASB-14 criteria
of component units.

B. Basis of Presentation - Fund Accounting

For reporting purposes, the financial activities of the City are accounted
for through the use of several funds and account groups. Each fund is
a separate accounting entity with self-balancing accounts. The following
types of funds and account groups are used by the City:

Governmental Fund Types

Governmental funds are those through which most governmental func-
tions of the City are financed. The acquisition, use and balances of the
City's expendable financial resources and the related liabilities (except
those accounted for in fiduciary and proprietary funds) are accounted
for through governmental funds. The measurement focus is based upon
determination of changes in financial position, rather than upon net
income determination. The following are the City's governmental fund
types:

General Fund - To account for all financial activities of the City, except
those required to be accounted for in another fund. Most revenues and
expenditures of a general governmental nature are accounted for in this
fund.




Special Revenue Funds - To account for the proceeds of specific revenue
sources (other than expendable trusts or for major capital projects) that
are legally restricted to expenditures for special purposes.

Capital Project Funds - Transactions related to resources obtained and
used for the acquisition, construction, or improvement of major capital
facilities are accounted for in capital project funds. Such resources are
derived principally from proceeds of general obligation bond issues and
from Federal and State grants.

Proprietary Fund Types

Proprietary funds are used to account for the City's ongoing organiza-
tions and activities that are similar to those often found in the private
sector. The measurement focus is upon determination of net income.
The following are the City's proprietary fund types:

Enterprise Funds - To account for operations which are supported
primarily by user charges.

Internal Service Funds - To account for goods or services provided by
one City department or agency to other City departments or agencies.

Fiduciary Fund Types

Fiduciary funds are used to account for assets held by the City in a trustee
capacity. The City maintains the following fiduciary fund types:

Expendable Trust Funds - These funds are accounted for in essentially
the same manner as governmental funds.

Non-Expendable Trust Funds - These funds are used to account for
assets held by the City in a trustee capacity. The principal balance can-
not be spent; however, investment earnings may be spent for intended
purposes.

Agency Funds - These funds are custodial in nature (assets equal liabili-
ties) and do not involve measurement of results of operations.

Account Group

Account groups are used to establish accounting control and account-
ability for the City’'s general long-term obligations. The following is the
City's account group:

10



General Long-Term Debt Account Group - This account group is used
to account for all long-term obligations of the City, except for debt issued
through proprietary funds.

. Basis of Accounting

The basis of accounting used for each fund is as follows:

Modified Accrual Basis (Governmental, Expendable Trust and Agency

Funds)

The accounting and financial reporting treatment applied to a fund is
determined by its measurement focus. All governmental and expendable
trust funds are accounted for using a current financial resources measure-
ment focus. With this measurement focus, only current assets and
current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other
financing sources) and decreases (i.e., expenditures and other financing
uses) in net current assets.

The modified accrual basis of accounting is applied in all governmental,
expendable trust and agency fund types. Accordingly, revenues are
recorded when susceptible to accrual, that is both measurable and
available to finance expenditures of the current period. Available means
collectible within the current period or soon enough thereafter to be used
to pay liabilities of the current period. The City considers property tax
revenue available if received within 60 days after the close of the fiscal
year. All other amounts not received during that period are deferred and
recognized in future accounting periods.

In applying the susceptible to accrual concept to intergovernmental reve-
nues, the legal and contractual requirements of the numerous individual
programs are used as guidance. There are essentially two types of

these revenues: (1) revenues recognized based upon the expenditures
recorded, and (2) revenues recognized at the time of receipt or earlier, if
the susceptible to accrual criteria is met. Other revenues are recorded as
revenues when received in cash because they are generally not measur-
able until actually received. Expenditures, except for interest on long-term
debt which is recorded when due, landfill closure and postclosure costs,
and vacation and pension costs because these amounts are not expected
to be relieved within the current accounting period, are recorded when the
related fund liability is incurred.

11



Accrual Basis (Proprietary and Non-Expendable Trust Funds)

All proprietary and non-expendable trust funds are accounted for on a
flow of economic resources measurement focus. With this measurement
focus, all assets and liabilities associated with the operation of these
funds are included on the balance sheet. Fund equity (i.e., net total
assets) is segregated into contributed capital and retained earnings
components. Proprietary fund type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net total
assets.

The accrual basis of accounting is used by proprietary and nonexpend-
able trust funds. Their revenues are recognized when they are earned,
and their expenses are recognized when they are incurred. The City
has elected to apply to these funds, accounting principles applicable to
the private sector issued through November 30, 1989, unless those prin-
ciples conflict with or contradict pronouncements of the Governmental
Accounting Standards Board.

. Cash

The government’s cash is considered to be cash on hand, demand depo-
sits, and short-term investments with original maturities of three months
or less from the date of acquisition.

Under the statutes of the State of New Hampshire, the City may invest
excess funds in short-term obligations of the U.S. Government, in
deposits with savings banks incorporated in the state, or in certificates

of deposits of state incorporated banks, national banks incorporated in
New Hampshire or Massachusetts, or the New Hampshire Public Deposit
Investment Pool. The City has developed a formal investment policy out-
lining criteria to determine qualified financial institutions and investment
in certificates of deposit, repurchase agreements, and U.S. Treasury bills.
All investments are made under this policy.

. Investments

Investments are reported at market value.

Under New Hampshire law, “the trustees shall have the custody of all
trust funds held by their town. The funds shall be invested only by deposit
in some savings bank or in the savings department of a national bank or
trust company in this state, or in shares of any building and loan associa-
tion or co-operative bank, incorporated and doing business under the
laws of this state, or in the shares of any federal savings and loan asso-
ciation, located and doing business in this state, or in bonds, notes or
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other obligations of the United States government, or in state, country,
town, city, school district, water and sewer district bonds and the notes

or towns or cities in this state; and such stock and bonds as are legal for
investment by New Hampshire savings banks and when so invested, the
trustees shall not be liable for the loss thereof; and in any common trust
fund established by the New Hampshire Charitable Foundation in accord-
ance with RSA 292:23. The trustees may retain investments as received
from donors, until the maturity thereof.” Investments of any one type or
in any one institution may not exceed $ 10,000 or 10 percent except for
deposits in savings banks, or in the savings department of a national
bank or trust company in this state, or in shares of any building and loan
association or co-operative bank, incorporated and doing business under
the laws of this state, or in the shares of any federal savings and loan
association, located and doing business in this state, or in obligations of
the United States and of the state of New Hampshire and its subdivisions;
or in participation units of any common trust funds established by the New
Hampshire Charitable Foundation in accordance with RSA 292:23."

. Interfund Receivables and Payables

Transactions between funds that are representative of lending/ borrowing
arrangements outstanding at the end of the fiscal year are referred to as
either “due from/to other funds” (i.e., the current portion of interfund loans)
or “advances to/from other funds”: (i.e., the non-current portion of inter-
fund loans).

Advances between funds are offset by a fund balance reserve account
in applicable governmental funds, to indicate the portion not available for
appropriation and not available as expendable financial resources.

. Inventories

Inventories are valued at the lower of cost (first-in, first-out method) or
market. Purchases of inventory are recorded in the enterprise and internal
service funds as assets when the related inventory items are acquired

and as expenses when the related inventory items are used. The costs

of governmental fund type inventories are recorded as expenditures at the
time of purchase (“purchase method”). No significant inventory balances
were on hand in governmental funds at June 30, 2001.

. Fixed Assels

Property, plant and equipment in the proprietary funds of the government
are recorded at cost. Property, plant and equipment donated to these
proprietary fund type operations are recorded at their estimated fair value
at the date of donation.
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Major outlays for capital assets and improvements are capitalized in
proprietary funds as projects are constructed. Interest incurred during
the construction phase of proprietary fund fixed assets is reflected in the
capitalized value of the asset constructed, net of interest earned on the
invested proceeds over the same period.

Property, plant and equipment are depreciated in the proprietary funds
of the government using the straight-line method over the following esti-
mated useful lives:

Buildings 25 - 50 years
Improvements other than buildings 3 - 50 years
Machinery and equipment 5-15 years

Long-Term Obligations

The government reports long-term debt of governmental funds at

face value in the general long-term debt account group. Certain other

governmental fund obligations not expected to be financed with current
available financial resources are also reported in the general long-term
debt account group. Long-term debt and other obligations financed by
proprietary funds are reported as liabilities in the appropriate funds.

. Accrued Employee Benefils

Depending on the union, employees may be compensated for unused
amounts of sick leave earned prior to June 30, 1993, ranging from 25%
to 75% of accumulated time. Effective June 30, 1993, all non-education
employees are awarded sick leave at a rate of 10 days per year, which
lapses at year end. Employees earn vacation leave as they provide
services. Employees may carry over earned vacation days with some
limitations (usually sixty days) and use compensatory time for unused
balances upon termination with some limitations, usually 30 days.

At June 30, 2001, the current vested portion of vacation and sick pay for
non-enterprise fund employees that it is expected to be paid with avail-
able expendable resources has been recorded as a liability of the general
fund and the general long-term debt group for the remainder. The vested
portion attributable to enterprise fund employees has been recorded in the
respective fund.

. Fund Equity

Reservations of fund balance represent amounts that are not appropriable
or are legally segregated for a specific purpose. Reservations of retained
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earnings are limited to outside third-party restrictions. Designations of
fund balance represent tentative management plans that are subject to
change. The proprietary fund’s contributed capital represents equity
acquired through capital grants and capital contributions from developers,
customers, or other funds.

L. Encumbrance Accounting and Reporting

Encumbrance accounting is employed in governmental funds. Encum-
brances (e.g., purchase orders, contracts) outstanding at year end are
reported as reservations of fund balances and do not constitute expendi-
tures or liabilities.

M. Memorandum Only - Total Columns

Total columns on the general purpose financial statements are captioned
as “memorandum only” because they do not represent consolidated
financial information and are presented only to facilitate financial analysis.
The columns do not present information that reflects financial position,
results of operations, or cash flows in accordance with generally accepted
accounting principles. Interfund eliminations have not been made in the
aggregation of this data.

Stewardship, Compliance and Accountability

A. Budgetary Information

The City Manager submits his proposed operating budget to the City
Council on or before April 1. The operating budget includes proposed
expenditures and the means of financing them. Annual budgets are
adopted for the general fund, various special revenue funds, and propri-
etary funds. Public hearings are conducted to obtain comments on the
proposed budget. The final budget must be adopted by June 15, but not
earlier than seven days after a public hearing. A separate public hearing
is held on the portion of the budget submitted by the School Committee.

The City Manager, with Council approval, may transfer budgeted amounts
between non-school departments, and the head of the School Department
may transfer budget amounts within the department. The City Council
may, after public hearings, appropriate additional amounts. The City
Council must designate the source of such funds except for emergency
situations. All unencumbered appropriations, except those for capital
expenditures or dedicated funds, lapse at the end of the fiscal year.
Appropriation for capital expenditures remains in force for three years

or until their purpose has been accomplished or abandoned.
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B. Budget/GAAP Reconciliation

The budgetary data for the general and special revenue funds is based
upon accounting principles that differ from generally accepted accounting

principles (GAAP). Therefore, in addition to the GAAP basis financial
statements, the results of operations of the general fund and various
special revenue funds are presented in accordance with budgetary

accounting principles to provide a meaningful comparison with budgetary

data.
The general fund appropriation appearing on page 5 has been calculated
as follows:
Original appropriations $ 48,089,165
Supplemental appropriations 732,430
Total Appropriation $ 48,821,595

The following schedule reconciles the amounts on the Combined State-

ment of Revenues, Expenditures and Changes in Fund Equity to the
amounts on the Combined Statement of Revenues, Expenditures and
Other Financing Sources and Uses - Budget to Actual:

Excess (deficiency) of
revenues and other
financing sources over

Revenues Expenditures (under) expenditures
and other and other and other
financing sources  financing uses financing uses
General Fund
GAAP basis $ 48,729,995 $ 48,139,797 $ 590,198
To adjust property tax
revenue to accrual basis ( 30,412) - ( 30,412)
To reverse the expendi-
ture of prior year
encumbrances - ( 392,969) 392,969
To record year end
encumbrances - 387,779 (387,779)
To reverse amortized
debt - ( 21,250) 21,250
Budgetary Basis $ 48,699,583 $ 48,113,357 $ 586,226

(continued)
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(continued)

Special Revenue Funds

GAAP basis $ 6,215,634
Special revenue funds

previously budgeted

or not governed by

annual budget 1,602,525
Budgetary Basis $4,613,109

$ 6,103,227 $ 112,407
1,324,883 277,642
$4,778.344 $(165,235

In addition, adjustments are made to the proprietary funds to conform to
the budgetary basis, primarily for the omission of depreciation expense

which is not budgeted, and the inclusion of principal debt service and

capital expenses which are budgeted expenses.

Excess of Expenditures Over Appropriations

Expenditures exceeded appropriations in the following areas:

Enterprise:
Arena

Internal Service:
Worker's Compensation
Central Stores
Fleet Maintenance

$( 42,326)

$(177,647)
$( 2,902) *
$( 17,756) *

* Operating revenues were available to cover these deficits.

D. Deficit Fund Equity

The following fund had a deficit as of June 30, 2001:

Special Revenue Funds:
CDBG
Police - DOJ
Dover Main Street Program

Enterprise Funds:
Arena
DIDA

Internal Service Fund:
Worker's Compensation

$( 3,244)
$( 79,670)
$( 3,316)

$(365,208)
$( 13,723)

$(225,392)

)

The deficits in these funds will be eliminated through future departmental

revenues and transfers from other funds.
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Cash and Cash Equivalents

At year end, the City’s carrying amount of deposits was $ 4,611,126 and the
bank balance was $ 6,178,691. Of the bank balance, $ 154,415 was covered
by federal depository insurance or by collateral held by the government’s
agent in the City’s name. The remaining balance was collateralized with
securities held by the pledging financial institution in the government’s name.

Investments

The City’s investments are categorized into the following three categories of
credit risk:

(1) Insured or registered, or securities held by the City or its agent in the
City’s name.

(2) Uninsured and unregistered, with securities held by the counter-party’s
trust department or agent in the City's name.

(3) Uninsured and unregistered, with securities held by the counter-party,
or by its trust department or agent but not in the City’s name.

At year end, the government’s investment balances were as follows:

Category Carrying
1 2 3 Amount
Bonds $ 39,638 $ - $ - $ 39,638
Investments not subject
to categorization:
Public deposit
investment pool - - - 22,364,830
Mutual and money
market funds - - - 1,785,767
Total Investments $ 39,638 $_- $_ - $ 24,190,235

Taxes Receivable

The City bills property taxes semi-annually, in October and April of the
following year. Property tax revenues are recognized in the fiscal year
for which taxes have been levied to the extent that they become available,
i.e., due or receivable within the current fiscal year and collected within the

current period or within 60 days of year end.



Property taxes are due no earlier than December 1 and June 1, of the
following year and must be due at least 30 days after bills are mailed. At
the time of the tax lien, which the City usually places within 60 to 90 days
after the second due date, a lien is recorded on the property at the Registry
of Deeds. If the property taxes are not paid (redeemed) within two years
and one day of the tax lien date, the property could be conveyed to the City
by deed and subsequently sold at public auction or sealed bid.

The City annually budgets an amount (overlay for abatements) for property
tax abatements and refunds. All abatements and refunds are charged to
overlay. Prior to fiscal year 1996, the City was funding all abatement out of
the current year appropriation regardless of the levy of the tax. During fiscal
year 1996, the City began matching property tax abatements for individual
levy years, with the tax revenue earned by the individual levy years.

Taxes receivable at June 30, 2001 are comprised of (in thousands):

Unredeemed taxes:

Levy of 2001 $ 1,335
Levy of 2000 252
Levy of 1999 114
Levy of 1997 -
Levy of 1996 2
Levy of 1995 1
Allowance for abatements (79
Subtotal 1,625
Other taxes:
Other miscellaneous taxes 27
Total $ 1,652

Notes Receivable

Notes receivable of $ 747,156 in special revenue funds represent the
uncollected balance of community development loans.

Interfund Fund Receivables/Payables

The City maintains self-balancing funds; however, most transactions flow
through the general fund. In order to obtain accountability for each fund,
interfund receivable and payable accounts must be utilized. The following
is an analysis of the June 30, 2001 balances in interfund receivable and
payable accounts:

19



Fund

General
Special Revenue:

C3

En

Int

Tr

Housing rehabilitation
Economic DELP
CDBG

Police justice

Police DHA

Tobacco

Police transportation
School lunch

School categorical aid
Plan improvement
Dover main

Police parking
Planning conservation
Police special projects
Youth counselor
Trees
Special programs
Tuition programs
Vocational center
Facilities fund
Library fines
Conservation
Residential solid waste
Rec. field maintenance
Recreation programs
pital Projects:
CIP FY97
CIP FY98
CIP FY99
CIP FY00
CIP FYO1
CIP FY02
Tolend road landfill
Middle school
Rec. field construction
terprise Funds:
Water
Sewer
Arena
DIDA
ernal Service:
Fleet maintenance
Dover net
Central stores
Workers' compensation
ust and Agency:
Trust
Agency

Total

Emergency management

Due From
Other Funds

Due To
Other Funds

Advance To
Other Funds

Advance From
Other Funds

$ 1,054,154

109,516
97,622

10,935
15,696

159,868

26,365
59,247
397,380
2,894

1,785

4,163
96,527

4,813
15,810
39,091
17,159
47,209

71,614
67,091
876,405
1,778,290
6,706,548
360,712
82,923
142,851

3,179,280
4,756,827

28,547
78,599
40,820
16,579
496,334
287,097

$ 21,130,751

$ 20,028,449

30,769
88,231

2,873
25,412
514,867

2,550

4,250

23,151
8,339

5,221

80,863

$ 21,130,751
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8. Due From Other Governments

Due from other governments of $ 397,181 reported in the general fund
represents tuition revenue received from area school districts in July and
August 2001. The balance of $ 728,640 reported in the special revenue
funds represents amounts to be received on various expenditure driven
grants.

The New Hampshire Department of Environmental Services annually
reimburses the City for a portion of the principal and interest payments on
Sanitary Sewer Fund bonds. The reimbursement is based upon the amount
of the State's participation in the original sewer project. The amount due
from the State in future years is as follows:

Fiscal Year Ended Reimbursement For
June 30 Principal Interest Total

2002 $ 829,603 $ 589,646 $ 1,419,249
2003 829,603 536,943 1,366,546
2004 829,603 483,827 1,313,430
2005 829,603 429,892 1,259,495
2006 829,603 372,210 1,201,813
Subtotal 4,148,015 2,412,518 6,560,533
2007 - 2017 4,970,673 1,083,018 6,053,691

Total $9,118,688 $ 3,495,536 $ 12,614,224

The City has accrued $ 279,046 of interest due in fiscal year 2002, along
with all principal as Due From Other Governments at June 30, 2001.

9. Property, Plant and Equipment

The following is a summary of proprietary fund type property, plant, and
equipment at June 30, 2001:

Water Sewer Arena

Fund Fund Fund DIDA Total
Liand $ 348522 $ 888257 $ - $ - $ 1,236,779
Buildings 2,115,063 30,720,884 1,140,230 847,235 34,823,412
Improvements other than
buildings 10,898,171 24,927,959 20,316 178,020 36,024,466
Machinery and equipment 814,555 1,240,687 208,760 - 2,264,002
Accumulated depreciation ( 5,687,754) (22,447,301) ( 865,470) (127,591) (29,128,116)
Construction in process 1,182,572 1,393,730 3,004,044 11,209 5,581,555
Net Property, Plant
and Equipment $_9671,129 $36,724,216 $4.497.880 $908.873 $51,802,098
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Accounts Payable
Accounts payable represents fiscal year 2001 invoices paid in the subse-
quent fiscal year.
Accrued Liabilities
Accrued liabilities in the general fund represents salaries earned but unpaid
to City and School employees at year-end, as well as accumulated employee
vacation time expected to be used in fiscal year 2002. Accumulated vacation
and sick time not expected to be used in 2002 has been accrued in the
general long-term accounting group.
Deferred Revenues
Deferred revenues of the general fund are equal to the sum of all delinquent
taxes at June 30, 2001 less property and unredeemed tax collections for the
subsequent 60 days.
Long-Term Debt
A. General Obligation Bonds
The City issues general obligation bonds to provide funds for the acquisi-
tion and construction of major capital facilities. General obligation bonds
have been issued for both general government and proprietary activities.
The City has not issued any revenue bonds. The bonds reported in the
proprietary funds are repaid from proprietary fund revenues. General
obligation bonds currently outstanding are as follows:
Original Issue Maturity
Description Amount Rate Date Balance
ds Payable:
ublic improvements 1987 $ 1,788,000 7.2868% (1) 07/15/02 $ 230,000
ublic improvements 1988 3,462,000 7.1897% (2) 07/15/03 675,000
VWTP-State guaranteed 1988 1,295,000 6.9788% (2) 07/15/03 220,000
ublic improvements 1989 2,816,220 6.7911% 07/15/04 740,000
ublic improvements 1990 4,414,280 6.9325% 01/15/06 1,350,000
ublic improvements 1991 2,722,500 6.6354% 08/15/06 905,000
VWTP-State guaranteed 1991 10,500,000 6.6983% (1) 07/15/11 5,775,000
VWTP-State guaranteed 1991 7,300,000 6.5746% (1) 01/15/12 4,015,000

(continued)



(¢continued)

Original Issue Maturity
Description Amount Rate Date
WWTP-State guaranteed 1992 450,000 5.5966% 01/15/12
Rublic improvements 1993 1,188,338  5.4153% 08/15/08
Rublic improvements 1994 3,043,000 5.6100% 08/15/09
Rublic improvements 1995 3,356,711 5.3259% 08/15/10
Rublic improvements 1996 3,885,092 5.6554% 08/15/11
Energy conservation 1996 875,055 5.4059% 01/15/12
Rublic improvements 1997 1,002,327 4.8400% 08/15/12
Public improvements 1999 4,137,500 4.1900% 01/15/13
Rublic improvements 1999 2,179,901  5.5100% 01/15/15
New Middle School 1999 15,741,027  5.5800% 01/15/20
Rublic improvements 2000 22,991,400 4.4506% 01/05/15
Total bonds payable 93,148,351
Other Long-Term Debt:
Business Finance
Authority loan 979,000  9.5000% 07/31/07
State revolving loan -
Tolend landfill 1,271,357  3.5625% 09/01/13
State revolving loan -
Griffin well 250,000 1.1875% 11/01/03
Total Long-Term Debt $ 95,648,708

—

(1) Refinanced, original NIC reflected.
(2) Refinanced, new NIC reflected.
3) DIDA Loan, secured by land and building.

B. Future Debt Service

Balance

250,000
640,000
1,735,000
2,160,000
2,695,000
576,390
735,000
3,465,000
2,030,000
14,475,294
22,991,400

65,663,084

901,144 (3)

1,101,843

67,947

$67.734,018

The annual principal and interest payments to retire all general obligation
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Governmental Funds Principal Interest
2002 $ 4,006,958 $ 1,637,666
2003 3,914,487 1,412,315
2004 3,756,821 1,333,169
2005 3,535,335 1,259,855
2006 3,340,607 1,193,563
2007 - 2021 24,839,329 13,215,933
Total $ 43,393,537 $ 20,052,501

long-term debt outstanding as of June 30, 2001 are as follows:

Total

$ 5,644,624

5,326,802
5,089,990
4,795,190
4,534,170

38,055,262
$ 63,446,038



Proprietary Principal Interest Total

2002 $ 2,249,089 $1,466,881 $ 3,715,970
2003 2,242,566 1,235,902 3,478,468
2004 2,210,288 1,107,638 3,317,926
2005 2,015,631 984,899 3,000,530
2006 1,928,920 870,820 2,799,740
2007 - 2021 13,693,987 3,559,477 17,253,464
Total $24,340481 $9.225617 $ 33,566,098

All governmental fund long-term debt will be repaid through the general
fund. The City’s proprietary fund future debt service is partially funded by
state and as described in Note 8.

. Bond Authorizations

Long-term debt authorizations which have not been issued or rescinded as
of June 30, 2001 are as follows:

Date
Purpose Authorized Amount
Capital Improvements:
Program 1999 1999 $ 450,000
Program 2000 2000 1,229,000
Program 2001 2001 561,600
Total $ 2,240,600

. Maximum Debt Limit

The City is subject to state law which limits debt outstanding to a percent-
age (depending on how funds will be used) of its last full state valuation.
Debt incurred for state required sewerage systems is not subject to the
limit. The following is a summary, by purpose, of the outstanding debt of
the City at June 30, 2001 and related limitations. These limits are based
on the tax year 2000 base valuations for debt limits of $ 1,558,792,619
provided by the State Department of Revenue Administration.

Percent of Applicable Bonds

State Assessed Maximum Outstanding at
Purpose Value Debt Limit June 30, 2001
Municipal 3.00% $ 46,763,779 $ 24,706,790
School 7.00% 109,115,483 19,720,294
Water 10.00% 155,879,262 4,858,947
DIDA - 5,000,000 * 2,696,144
Not subject to limitation - - 15,751,843
Total $ 67,734,018

* Debt limit is set by special legislation.
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E. Changes in General Long-Term Liabilities

During the year ended June 30, 2001, the following changes occurred in
liabilities reported in the general long-term debt account group:

Balance Balance
July 1, 2000 Additions Reductions June 30, 2001

Accrued employee benefits $ 2,728,978 § - $( 77,849) $ 2,651,129
General obligation debt 33,099,128 13,586,400 (3,291,991) 43,393,537
Landfill closure 11,016,013 - - 11,016,013

Totals $46,844,119 $ 13,586,400 $(3,369,840) $57,060.679

Landfill Closure and Postclosure Care Costs

The City owned and operated a 55 acre landfill on Tolend Road from 1960
to 1979. On September 10, 1991 the Environmental Protection Agency
issued a Record of Decision on the closure of the site, including the City
as a Potentially Responsible Party (PRP). The current estimated cost of
the closure is $ 21.8 million. The City has negotiated its preliminary share
at $ 8,166,667 of the first $ 20 million. This amount includes the Town of
Madbury. The City appropriated $ 1.8 million within the General Fund in
fiscal year 1993 through fiscal year 1996 toward the eventual closure costs
and another $ 224,138 for fiscal year 1997. $ 260,000 was received from
insurance companies through litigation. $ 300,000 was received from the
Town of Madbury for its full share. An additional $ 317,000 was received
from the State of New Hampshire for a 20% match toward costs to date.
The liability of $ 11,016,013, reported in the long-term debt account group
includes an estimate of post closure cost of $ 4,100,000.

The final allocation of the additional costs will be determined by further
negotiations with the remaining seven PRPs or by court judgement. Thirty-
one other PRPs have made final settlement on all costs related to the
closure with EPA.

The City closed on a loan through the New Hampshire State Revolving
Loan program for $ 1,271,357 in fiscal year 1999. This covered the
preliminary costs and capping design.

The City has been in negotiations with the EPA and the State of New
Hampshire Department of Environmental Services to implement an alterna-
tive to the closure capping. The new technique involves bio-remediation
and carries significant savings versus conventional capping. The City
received approval for and is in the process of a pilot program to determine
the effectiveness of this method. As a result, the City has received a four
year deferral of the capping requirement from EPA.

25



Contributed Capital

Contributed capital consists of funding provided to proprietary funds for
facility construction from state and municipal sources. Changes in contri-
buted capital for the year ended June 30, 2001 were as follows:

Balance Depreciation Balance
July 1, 2000 Contributions & Disposals June 30, 2001

Enterprise Funds:

Water $ 1,470,608 $ 109,028 $( 79,842) $ 1,499,794
Sewer 28,552,645 767 (1,404,192) 27,149,220
Arena 139,892 - ( 18,868) 121,024
Industrial Development 1,162,815 - - ) 1,162,815

Total Enterprise $ 31,325,960 $ 109,795 $ (1.502,902) $ 29,932,853

Reserves and Designations of Fund Equity

The City has established "reserves" of fund equity to segregate fund
balances which are either not available for expenditure in the future or are
legally set aside for a specific future use. Fund "designations," which are
not legally required segregations, have also been established to indicate
tentative plans for future financial utilization.

The City used the following types of reserves and designations at June 30,
2001:

Reserved for Encumbrances - an account used to segregate that portion of
fund balance committed for expenditure of financial resources upon vendor
performance.

Reserved for Advances - an account used to segregate a portion of fund
balance to indicate the noncurrent portion of advances to other funds,
although a component of assets, that do not represent available, spendable
resources.

Reserved for Other Purposes - represents the principal of the nonexpendabie
trust fund investments. The balance cannot be spent for any purpose;
however, it may be invested and the earnings may be spent.

Reserved for Expenditures - Represents the amount of fund balance
appropriated to be used for expenditures in the subsequent year budget.
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17, Segment Information For Enterprise Funds
The City maintains enterprise funds which provide water, sewer, recreational
services and assistance in the development of an industrial park. Segment
information for the year ended June 30, 2001 follows (in thousands):
Industrial
Water Sewer Arena  Development
Fund Fund Fund Fund Total
Operating revenues $ 2,307 $ 3409 $ 503 $ 123 $ 6,342
Depreciation expense 439 1,775 68 37 2,319
Qperating income (loss) 491 (283) (219) 68 57
Net working capital 528 1,592 (529) (10) 1,581
Total assets 13,646 51,809 4,513 2,050 72,018
Long-term obligations 4,859 14,650 3,930 901 24,340
Grants - 680 - - 680
Current capital contributions 110 - - - 110
Interfund transfers in 1424 725®  100® - 967
Interfund transfers out (40) (300) - - (340)
Rixed asset additions 1,066 1,215 3,881 1 6,163

18,

19.

V) = Transferred in from Capital Reserve Funds for water and sewer projects.
® = Transferred from general fund to try to eliminate the Accumulated Deficit.

Commitments and Contingencies

Outstanding Lawsuits - There are several pending lawsuits in which the City
is involved. The City's management is of the opinion that the potential future
seftlement of such claims will not materially affect its financial statements
taken as a whole, due to adequate insurance coverage.

Grants - Amounts received or receivable from grantor agencies are subject to
audit and adjustment by grantor agencies, principally the federal government.
Any disallowed claims, including amounts already collected, may constitute a
liability of the applicable funds. The amount of expenditures which may be
disallowed by the grantor cannot be determined at this time, although the City
expects such amounts, if any, to be immaterial.

Post-Retirement Health Care

The City provides certain health care benefits for retired employees and
will provide benefits to current employees hired prior to January 1, 1991
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20.

upon retirement. In order to participate in the City Group Health Insurance
Program (the Retiree Group), the employee must be enrolled in the City
group plan upon the date of retirement from the City, must be at least age
62 (age 60 with 35 or more years of service), and must be vested in the
New Hampshire Retirement System. Any retirees who leave the Retiree
Group may not reenter.

Persons who retire from the City with at least ten (10) years of creditable
services in the New Hampshire Retirement System but prior to the minimum
age 62 must maintain an unbroken participation (at retiree’s expense) in the
Retiree Group from the effective date of their retirement until qualifying for
the City-paid premium benefit in order to become eligible for such City-paid
premium benefit at a later date. Persons who have participated in both the
City's group health insurance and the New Hampshire State Retirement
System for at least 24 consecutive months immediately prior to retirement,
but who are not vested in the New Hampshire Retirement System, may also
join the Retiree Group at their own expense.

As of June 30, 2001, there were approximately 31 retirees, including eligible
spouses, receiving health care benefits. The City recognizes the cost of
providing these benefits as paid. These costs totaled $ 132,639 for the fiscal
year ended June 30, 2001.

Pension Plan

The City follows the provisions of GASB Statement No. 27, Accounting for
Pensions for State and Local Government Employees, with respect to the
employees’ retirement funds.

A. Plan Description

The City contributes to the New Hampshire Retirement System (the
“System”), a cost-sharing, multiple-employer defined benefit pension
plan administered by the state retirement board. The System provides
retirement, disability and death benefits to plan members and bene-
ficiaries. Revised Statutes Annotated 100-A41-a of New Hampshire
Law assigns the system the authority to establish and amend benefit
provisions of the plan and grant cost-of-living increases. The System
issues a publicly available financial report which can be obtained through
the New Hampshire Retirement System at 4 Chenell Drive, Concord,
New Hampshire 03301-8509.
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B. Funding Policy

Plan members are required to contribute between 5% and 9.30% of
annual covered compensation to the pension plan. The City makes
annual contributions to the pension plan equal to the amount required by
Revised Statutes Annotated 100-A: 16, and range from 3.94% to 5.40%
of covered compensation. The City’s contributions to the System for the
years ended June 30, 2001, 2000 and 1999 were $ 468,711, $ 437,670
and $ 359,934, respectively, which were equal to its annual required
contributions for each of these years.

Self-Insurance

The City is a self-insurer of workers' compensation for all City employees,
contracting with an insurance carrier for excess liability coverage. Under the
terms of its insurance coverage, the City is liable for $ 300,000 per incident.
The insurer's limit of liability is $ 3,000,000. The City does not carry any
aggregate insurance. Funding of the workers' compensation internal service
fund is through charges levied to the general, special revenue and enterprise
funds.

Retained Earnings and Claims Liability

The following represents changes in the Workers’ Compensation Fund
Retained Earnings and Claims Liability:

Retained Claims

Earnings Liability
Balance, July 1, 2000 $ ( 38,505) $ 603,000
Operating revenues 230,760 -
Claims incurred - 356,561
Operating expenditure (417,647) -
Claims paid - (238,411)
Balance (deficit), June 30, 2001 $ (225,392) $ 721,150

Risk Management

The government is exposed to various risks of loss related to torts; theft

of, damage to and destruction of assets; errors and omissions; and natural
disasters for which the government carries commercial insurance. There
were no significant reductions in insurance coverage from the previous year
and have been no material settlements in excess of coverage in any of the
past three fiscal years.

29



23

GASB Statement No. 34

In June 1999, the Governmental Accounting Standards Board (GASB)
unanimously approved Statement No. 34, Basic Financial Statements - and
Management’'s Discussion and Analysis - for State and Local Governments
(Statement). Certain of the significant changes in the Statement include the
following:

e [or the first time the financial statements will include:

— A Management Discussion and Analysis (MD&A) section
providing an analysis of the City’s overall financial position
and results of operations.

— Financial statements prepared using full accrual accounting
for all of the City’s activities, including reporting infrastructure
assets (roads, bridges, etc.).

¢ A change in the fund financial statements to focus on the major
funds.

The general provisions of GASB Statement No. 34 must be implemented by
the City of Dover no later than the fiscal year ending June 30, 2003; the retro-
active reporting of infrastructures must be implemented no later than the year
ending June 30, 2007.
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